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NOTES. 

Bills and Notes — Value — Collateral Security— The recent 
case of Houston v. McCaslin 1 decides that taking a negotiable instru- 
ment as collateral security for an antecedent debt constitutes the 
taker a holder in due course in Pennsylvania. Before the Negotiable 
Instruments Law, the Pennsylvania law was opposite. 2 This case is 
the first decision on the subject in the Superior or Supreme Court 3 
since the Negotiable Instruments Law. 

'65 Super. 28 (Pa. 1916). 

'Gibson, J., in Petrie v. Clark, 11 S. & R 377 (1824) ; Garrard v. R. R., 
29 Pa. 154 (1857) ; Carpenter v. Bank, 106 Pa. 170 (1884). 

"A decision by Mr. Justice Von Moschzisker, now of the Pennsylvania 
Supreme Court, in Raken v. Henry, 16 D. R. 207 (Pa. 1907), holds, after a 
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Section 25 of the Negotiable Instruments Law reads, "Value is 
any consideration sufficient to support a simple contract. An antece- 
dent debt constitutes value." * Section 27 is, "When the holder has 
a lien on the instrument, he is deemed a holder for value to the 
extent of the lien." Section 191, " 'Holder' means the payee or 
endorsee of a bill or note, who is in possession of it, or the bearer 
thereof." These sections were intended to declare that taking paper 
as collateral security constitutes value. John J. Crawford, Esq., the 
draftsman of the Act, says, B "The holder who has taken the paper 
as collateral security very plainly has a lien thereon, and is therefore 
within the terms of section 53 (section 27)." In a lower court case 
in New York, it was held that these sections did not change the law of 
New York that collateral security was not value. 8 While another 
New York case 7 says, "The language (of section 25) ought to leave 
no doubt on the subject" that the Act changes the law. In Missouri, 8 
North Carolina 9 and Michigan, 10 it has been held that sections 25 
and 27 changed the common law of those states and that one taking 
as collateral security for an antecedent debt was a holder for value. 

There is no consideration "sufficient to support a simple con- 
tract" in the case of collateral security. The holder, however, gener- 
ally forbears to sue on the original debt until the due date of the 
collateral paper and this performance might be regarded as a quid 
pro quo, sufficient to bring him within section 25. If this argument 
will not prevail, section 27 would seem to cover the case clearly. 
The holder 11 of paper given as collateral has a personally created 
lien, e. g., a pledge, just as the pawnee of chattels. Section 27 ex- 
pressly declares then, that he is a holder to the amount of the lien. 

The Pennsylvania case not only seems to follow the Act, but 
also to represent the true policy from the viewpoint of commercial 
expediency. "The creditor is thereby enabled to secure his debt, 
and thus may safely give a prolonged credit, or forbear from taking 
any legal steps to enforce his rights. The debtor has the advantage 
of making his negotiable instruments equivalent to cash. The (oppo- 



scholarly review of the Negotiable Instruments Law and the cases, that 
collateral security is not value. 

* Wisconsin, by Statute, Sec. 1675 — 51, by addenda to this section— declares 
that collateral security is not value. 

5 3d Ed. Annotation on Negotiable Instruments Law. 

' Sutherland v. Mead, 80 N. Y. S. 504 (1903). 

' Brewster v. Schrader, 57 N. Y. S. 606 (1899). 

"Bank v. Morris, 156 Mo. App. 43 (1911). 

' Brooks v. Sullivan, 129 N. C. 190 (1001). 

"Graham v. Smith, 155 Mich. 165 (1908). 

11 Section 27 merely requires that the "holder" have a lien, not a holder in 
due course ; '%. e., the holder need not have given value within section 25, but 
need be only "the payee or endorsee, of a bill or note, or the bearer thereof." 
Section 191. 



682 UNIVERSITY OF PENNSYLVANIA LAW REVIEW 

site) doctrine would strike a fatal blow to all discounts of negotiable 
instruments. It is for the benefit of the commercial world to give 
as wide an extension as possible to commercial paper." 12 

T.K.F. 



Constitutional Law — Compulsory Workmen's Compensa- 
tion — In three decisions recently handed down, the Supreme Court 
of the United States upheld the constitutionality of Workmen's Com- 
pensation as applied in several of the states. 1 In the Hawkins case 
the act extends to all employments with slight exceptions, and to 
injuries arising out of and in the course of the employment. The 
statute is elective in form, but compulsory in effect, as any employer 
who rejects its provisions is deprived of his common-law defenses, 
and has the onus of establishing his exercise of due care. In the 
White case the New York law covers forty-two groups of "hazard- 
ous employments," the liability being in general without regard to 
fault and exclusive of other remedies. The employer may secure 
compensation by insurance either in a state fund, in a specially au- 
thorized insurance company, or by self-insurance in proper cases. 
The Washington statute covers enumerated industries characterized 
as "extra-hazardous" (which, however, include practically all the 
industrial activity of the state), and all injuries "incurred upon the 
premises or at the plant, or, he being in the course of his employ- 
ment, away from the plant of his employer." The salient and distin- 
guishing feature of the Washington Act is that the source of com- 
pensation is derived solely from a state fund maintained by com- 
pulsory contributions from employers, the amount of premiums paid 
by each employer being determined by the hazard of the particular 
industry in which he may be engaged. 

To the objection that under these acts an employer is subjected 
to liability without fault on his part, the court, in its opinion, points 
out numerous instances in which recovery has been allowed without 
regard to fault or negligence. It is further noted that negligence is 
merely the disregard of some duty imposed by law, and the nature 
and extent of the duty may be modified by legislation with corre- 
sponding change in the test of negligence, or without negligence 
other than a failure to comply with a statutory duty. 2 The common- 
law doctrines of assumption of risk, of contributory negligence . . . 
are stated to be mere fictions of the common law, and, as such, not 
beyond alteration by legislation in the public interest. Great empha- 
sis is placed upon the fact that all common-law rules respecting the 

u Story, J., in Swift v. Tyson, 16 Pet. I (U. S. 1842). 

*New York Central R. R. v. White, 37 Sup. Ct. Rep. 247 (1917) ; Hawkins 
v. Bleakly, 37 Sup. Ct. Rep. 255 (1917) ; Mountain Timber Co. v. Washington, 
37 Sup. Ct. Rep. 260 (1917). 

* New York Central R. R. v. White, supra, p. 251. 



